Tried and true 

Opening moves of the Spec masters

Everyone in every game, indeed every situation, has a tried-and-true opening move they use when they need to get off to a good start. In romance, business and friendship, it’s a good firm handshake and a smile. In day trading, it’s “Buy the down opens, sell the rises—and then be nimble.” In tennis, it's a fast serve up the middle followed by a rush to the net. In farming, it’s “Dust your wheat in, mud your corn in.”

In checkers, it's Tom Wiswell’s “Old Faithful,” a move that develops the single corner and protects the double corner. “A man with a strong double corner is doubly hard to corner,” as Tom liked to tell Vic and his traders when he gave them once-a-week checkers lessons. Tom never lost with that opening, and because he was world champion at checkers for a quarter-century, speculators like us could do well to model trades on his principle.

We find that wisdom from other endeavors has been helpful in our own approach to trading and life. We therefore asked a few natural philosopher/traders of our acquaintance for their tried-and-true moves. If you have a tried-and-true opening move that you’d like to share, send an e-mail to us at gbuch@bloomberg.net. 

Real estate 

(Donald Siskind, Wall Street real estate attorney)

These are not so clever, which says something about real estate. 

Location, location, location: the three most important considerations in real estate.  

Compound interest: the developer’s worst enemy.  

Leverage is a two-edged sword: not limited to real estate. 

‘Lord Nelson’

(Tom Ryan, trader) 

Look them (or it, in the case of a situation) straight in the eye. Go in only with eyes wide open. 

Listen first

(Dr. Brett Steenbarger, author of “The Psychology of Trading: Techniques and Tools for Minding the Markets”)

As a therapist, the tried-and-true approach is to let the client begin the session and spend the first minutes listening rather than talking. Which I have also found helpful in the markets.

The first major topic that the client raises is usually very important and sets the theme for the entire meeting—even when it seems as though the topic is changing.  Again not so different from markets, which—like symphonies—see early themes reprised after they have been introduced and transformed. Think of strength early and late in a classic “uptrend day.”

A powerful therapy session on a particular theme can be painful or exhausting. So it's not unusual for such a session to be followed by an inversion of the theme.  Instead of talking about depression, the client will emphasize good things that are happening.  The theme hasn't changed; it's just the flip side of the same coin, as corrections are part and parcel of ongoing bull markets.

So much of being a good therapist is just listening, picking up themes, and recognizing the themes even when they are transformed.  No two sessions are alike--in trading or in therapy—yet the basic themes are few. 

Opening joke when rivals are in audience 

(Mr. E, hedge fund manager)

My favorite story is one i have used many times BUT the first time was at the Harvard business school in 1983, followed by 1984.

the setting was the annual Investment Club of Harvard and the Business School

WALL STREET SEMINAR...

the Business School annually invites the BULGE BRACKET WALL ST firms to address the school...the setting was the largest classroom at the grad school and there

were 300-400 plus the faculty in attendance

it’s an all day affair...the competing firms were first boston (which i

represented), morgan stanley, salomon brothers, goldman sachs, and merrill lynch

each firm sent its top speaker (goldman head of risk arb)...merrill(head of

trading)...and so forth..

the night before all the firms give a major dinner at which most of the firms

HBS grads are in attendance to recruit the HBS GRADS..

we picked straws to settle the order of speaking...i went after Salomon and

before goldman...

since i was going to talk about first boston and its incredible M&A machine led

by HBS grad joe (and co head of first boston's M&A} peralla(who was there) and

co head Bruce wasserstein...I felt it was important to send a message to all our

competitors who were listening along with all the students and faculty

so i began by telling them on the plane coming up the first song being played

was the old bob dylan song "the times they are a changin"

and that in 1983/84 we were about to see major changes in the savings habits of

investors...that money market mutual funds were coming and that institutional

and individual investors were going to see formidable change...

but before i continued i remarked that our competitors were taking notes...so i

had a short story for them

a story that began in the times of the rome when the games were played ...and

when christians were regularly fed to the lions...for the sport of it

and that there was a poor christian who had been captured and sent to dungeons

below the floor and held there in prison until the dat came when he would be led

to the floor of the stadium

well the day finally came a month later, and as he and others were being led to

the floor he looked for a way to escape...

and he spied a crack in the wall...

and just as the lions were released from their cages, because he was so thin, he

was able to squeeze through the crack and get outside the arena..

and once he was free he started to run for his life...and he ran several miles

before he tired...

and in the slowdown he happened to look over his shoulder and in the distance he

saw a lion, also somewhat thin, who had followed him through the crack...and the

lion was charging at full speed

the poor christian was tired and as the lion approached he fell to his knees,

strethched out his arms, looked to the heavens and said "God please save me from

this lion "

and just as he finished the lion came upon him...the lion stretched out his

paws....looked to the heavens and said "god bless what we eat"

so i hope all our competitors when they hear our presentation, will act more

like christians than lions"

the HBS erupted in laughter... 

Secrets of the Brooklyn math boys

In high school, when Vic taught tennis to a group of brilliant non-athletes in exchange for math coaching, he learned this tried-and-true method for solving brainteasers: “The answer is likely to be 1, 0, pi, or e—and if none of those fit, drop a perpendicular.”

Volunteer for everything

(James Lackey, trader)

In the Army, they say, “Do not volunteer for anything.” I quickly found that doing the opposite was very profitable.  I volunteered for everything. Then when I needed a break, I was never “picked” for a work assignment I did not want. If I wanted a detail, I always received top priority. 

My name is James

(James Lackey, trader)

I always introduce myself as James.  Within a few minutes I can tell how my negotiator operates.  If he calls me James, he’s normally very formal.  If he straight-away calls me Jimmie, I know he’s very informal and a joker.  If he calls me Jim, I have a no-nonsense kind of guy. I keep it short and directly to the point. 

Negotiating

(James Lackey, trader)

I hate to negotiate.  I make that very clear.  Therefore I only have to open once. With some people it’s a constant negotiation all day, all year, all their life. I do that for a living, biddin' and offerin’ all day long.  I do not have the time, skill nor patience to do it at any other time, for other reasons, business or personal.  I do not open with 15, hoping for 1/2 to get 7.  They ask me what I need I say 7. (James Lackey, trader)

The sweetest sound

(David Hillman, software entrepreneur)

It's said there's nothing sweeter to the ear than the sound of one's own name. Most have had the experience of being introduced to someone or a group of people and 10 seconds later being unable to remember the name(s). Embarrassing, to say the least. I've found that happens when I've focused too much on the person's face, body language, what's being said (pleased to meet you, etc.), than on the name presented. To preclude this embarrassment, I learned to filter out as much extraneous sensory perception as possible, to concentrate on hearing the name, to repeat the name in my salutation (please to meet you, JOE), and to repeat the name silently in my mind enough times to get it down. There's plenty of time later to otherwise assess the introductee.

When I taught at the university, it was essential to grab the attention of the students early on (not much worse at 8 a.m. than facing 30-40 surly, sleep-deprived, hung-over 20-year-olds, most of whom didn't want to be there anyway). First day of class, students were asked to fill out index cards with personal info (name, phone, major, etc). 

I then read the class roster, asking each in turn to identify themselves and verify the info on the card. All the while, I focused on placing each name with a face. The morning of the second day of class, without the benefit of cards or class list, I'd identify all 30 or so students by their full name without error. It never failed to get their attention and respect, and was a subtle way of letting them know that anyone having the notion they were going to get away with anything in my class was going to have to work at it. We all then relaxed and got down to business. 

Tic-tac-toe

(Bonnie Lo, trader)

Successful opening move into life: going out head first. 

In tic-tac-toe: mark the center first.

Be on time

(Bill Egan, U.S. Army Reserve captain and Ph.D. in chemometrics, a combination of analytical chemistry and applied statistics)

Don't be ever be late, because the boss, potential partner/boss, or that pretty little thing you are taking to dinner will all be unhappy at your tardiness. Don't be too early either—you look rather odd sitting outside in the car or in some waiting room an hour before the meeting; planting the crop several months early is disastrous. Years in the Army have made this almost second nature in business for me, but it is very hard to manage in the market, because when to buy/sell is so hard to determine. 

Bow to the leaping fish

(forwarded by John Lamberg, fisherman/trader)

“With the rod extended in supplication, the angler honors the strength of the fish, giving it a length of line and a moment of respite. When the angler bows deeply to a raging fish the fish may not break off and, in time, can be brought to hand on the lightest of tippets.  To master this ritual is to learn not only that fury spends itself quickly, but also the pleasant magic that to acquire great power, one must first yield to it.”  (Paul Quinnett, Fishing Lessons) 
Never entirely commit yourself up front

(Peter C. Earle, trader)

Rest assured that whatever the endeavor, in all likelihood, they see you coming. Use the first round, the first few moves, the first 10 or 15 minutes of the session, the first meeting or date—what have you—to gather information, acclimatize, strategize, identify both their and your own weak spots, and then pounce. 

Know

(Kenneth Libert) 

1.Know yourself.

2. To the extent possible, know your opponent.

Never

(contributed by Fred Crossman)

Never play cards with a man called Doc. Never eat at a place called Mom's.

Never sleep with a woman whose troubles are worse than your own. (Nelson

Algren)

Never order barbecue in a restaurant where all the chairs match. - H.

Jackson Brown, Jr.

